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January 30, 2 0 0 6  

TO: Each Supervisor 

FROM: Bruce A. C h e r n o f , m  
Acting Director and Chief ed i -~a \  Officer P I I 

SUBJECT: INCLUSION OF HARRIS AMOUNTS IN DHS 
FISCAL OUTLOOK AND CAPITAL AND 
EQUIPMENT 

This is in response t o  Supervisor Molina's inquiry regarding the above subject at the 
January 24, 2 0 0 6  Board meeting. 

Attached for reference are t w o  documents: 

Attachment A:  Harris and Rodde Mediation Proposal Summary of  Estimated 
Fiscal Impact 

Attachment B: DHS Fiscal Outlook - January 10, 2006  (From January 13, 
2 0 0 6  DHS Board memo) 

Also, for reference, the $ 2 7 6  million referenced by Supervisor Molina is the 
difference between the $(337.8) million total a t  the top  of  Attachment A and the 
$61 .4  million total at the bot tom of the same schedule. The component numbers o f  
the $(337.8) million total on Attachment A of $ ( I  03.5), $ ( I  13.4) and $ ( I  20.9) 
million are the  sum of the numbers on Lines 8.  and 9. on Attachment B for Fiscal 
Years 06-07, 07-08 and 08-09, respectively. For example, the amounts for 
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Fiscal Year 06-07 on Lines 8. and 9. on Attachment B of $(69.4) and $(34.1) million 
add t o  the $ ( I  03.5) million on the first line of Attachment A. 

The "Net Impact" amounts on the fourth and seventh lines of  Attachment A for each 
particular fiscal year (Fiscal Years 05-06 through 08-09), as well as the $1 7 million 
on the eighth line and the $(2.2) million on the ninth line of  Attachment A can be 
directly traced t o  Lines 1 O., 1 1 . , I  2., and 13. on Attachment B. 

Wi th  respect t o  how much of the LAC + USC investment cost is expected t o  be 
spend on capital equipment, LAC + USC1s CFO has advised us that none is currently 
planned. However, a total of $956,955 per Attachment C is expected t o  be 
purchased b y  LAC + USC t o  be used t o  help accomplish census and length of stay 
reductions targeted by the settlement. LAC + USC plans t o  purchase these 
equipment items from existing FY 05-06 budgetary resources. 

Please let me know if you have any questions or desire further information. 

Attachments 

c: Chief Administrative Officer 
County Counsel 
Executive Officer, Board of Supervisors 



HARRIS AND RODDE MEDIATION PROPOSAL 
SUMMARY OF ESTIMATED FISCAL IMPACT 

Fiscal Years/$ In Millions* 

LAC+USC Proposed Settlement Term 

N 05-06 FY 06-07 FY 07-08 FY 08-09 Total 

Cost of Inability to Reduce LAC-NSC $0 ($103.5) (') ($1 13.4) ('I ($120.9) @ 

I00 Beds and CloseIDivest Rancho 
Beyond 06/30/06(') 

Proposed Investment to Reduce ($12.9) ($1 9.3) ($1 9.9) ($20.5) 
LAC+USC's Budgeted Census 
Through Reduced Average Patient 
Length of Stay (6.5 to 6.0) 

Estimated Savings at LAC+USC from 7.5 17.9 28.6 39.7 
Reduced Budgeted Census 

Net Impact - LAC+USC ($5.4) ($1.4) $8.7 $19.2 

RLA Proposed Settlement Term 

Cost of Rancho Takeover 
Negotiations, Oversight Panel 
and Review with Plaintiffs and 
Liver Clinic Monitoring 

Savings from Reducing Rancho's 0 
Budgeted Census from 191 to 147 

Net Impact - Rancho ($0.4) 

One Year Savings of Post Settlement 
Closure/Divestiture of Rancho at 
147'~) Beds vs. 191 Beds 

Plaintiff Attorney Fees 
(One-Time Fees) 

NET VALUE OF SElTLEMENT ($8.0) 

PROPOSAL 

* Does not reflect unknown potential impact of State Medi-Cal Redesign. FY 07-08 LACiUSC Operational costs are based on 
current facility, since updated operational costs projections for the new LAC+USC are still pending. 

(') The current DHS Fiscal Outlook assumes reduction of LAC+USC 100 beds and closure/divestiture of Rancho on 06/30/06 
Per March 14,2005 DHS Report "Health Department Budget Committee of the Wholen, Attachment D, line 16. 

'3) Includes 60,000 annual visits primary care diagnostic center (opening 01/01/06) and a one time equipment expense of $O.3.M, ER 
ancillary support services, outpatient surgery offload to CHC's, 31 case managers and hospitalist program. For FYs 07-08 and 08- 
09 assumes 650 and 615 average daily census with at least 38,000 admissions. For FY 07-08 assumes a census of 600 in a new 
LACiUSC and 50 off-site psych beds. For FY 08-09 assumes a census of 565 in a new LACiUSC and 50 off-site psych beds. 

Assumes census and ALOS for W s  05-06,06-07.07-08, and 08-09 are 720 and 6.5,685 and 6,5,650 and 6.2,615 and 5.9, 
respectively. 

'4' Includes 12 beds for ortho-diabetes and arthritis services. 

07/27/05 
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l e t  . 
1. SurpluslDlclt as o,f June 26,2002 

2. Scenario Ill Reducllons 1 Use ofDeslgnal!on Funqs, 

3. 0dgl@l Flscal Stablllzallon devenue Request to help fund 
Scenario Ill (NotBudgetay Shortfall by FY) 

4. Actual 1 Forecast update (B)(c)~D)!E)(" 

5. Actual 1 Foreast Surplud(Shorlfall) 

8. Beginning Flscal Yoar Fund Balance 

7. Estimated ~umula&e Year-End Fund Balancel(Shortfa1l) 

8. Defer Rancho ~losurel~lv.esilture per HanislRodde Settlemen! lhmugh 
N 07-00 and for One-Year PosbSetUe'menl.. ' 

8. Defer LAC+USC 100 Bed Reducllon per Ham'dRodde SelUement 
lhrough FY 00-10. 

10- Net lmpact of Ham'dRadde Proposal at LAc*usc(~) 

11- Net Impact of Ha!rlslRodde Proposal at ~ a n c h o ( ~ )  . . 
12. Net Impact of Operating Rancho for One-Year ~ o s t ~ e t ~ e m e n t ( ~ )  

13. cost of ~ l a l ~ ~ f f ~ l t o m e y  Fees , 

14. Impact to Beginnlng~~iscal year Fund Balance 

15. Revlsed Estimated Cumulative Year-End Fund Balancel(Shortfal1) 

18. Use of ~ekignallon-Funds - ~&?easel(lncrease) 

NOTES TO FISCAL OUTLOOY 

COUNlY OF LOS ANGELES - DEPARTMENT OF HEALTH SERVICES 

DHS 'FISCAL OLJ'TLOOK - JANUARY -1 0,2006 
fi IN'MILLIONS~BASED'~ON ~ ' f  05-08 SUPPCEMENTA~BUDOE~.RESOLUTION) , 

. ,. , . 

FISCAL YEARS I COLUMNS 
2002-03'1 (1) 2003-04 l(2) 2004-05 I (3) ,' 200566 I+$) ' 200647 l(5) 2007.08 l(6) 2008.0;) l (7)  2008-10 I @ )  TOTAL I (9) 

1 (328.6) $ . . (548.2) $ (700.4) 

*(see note) 267.8 . 327.8 357.5 - .  
*(seenote) $ (58.8) $ (221.4) $ (351.8) $ (387.3)@) $ <423.7)W $ (481.8)W $ (503.4)~ $ (2,408.3) 

(65.6) (148.3) (246.7) (342.5) % (432.4) (517.1L NIA 

0 .  384.9 $ 568.7 $ 403.9 . $ 240.1' $ (65.9) $ (381.5) $ (781.4) (O) $ (1,145.8) (O' $ (1,146.8) (' 

$ (183.8) 8' 184.8 $ 163.8 $ ' 240.1 $ - $ - $ - 

* " R e  $56.8,r?llllph'pf F'Y 02-03 gervlce.cuts are.?fllclencles,alrsady In h e  FY02$3.bud~~l base at lhls,polnt In Ume and; thepfore, doesn't appear on this schedule. 

(A) These ainou~ls are extrapolallons fromihe origlnal80% ~edlcald'block grant request'used to'delermlne lhe~fl.scal slablllzallon revenuesfor lhe.June 2002.DHS ShteglcPlan, whlch only extended thmugh F'f 05-05. 

(0) lncludes revenues previously show(separately (~ea'sure 0, SPCPIUPL Waiver, $B 855, and lhe Federal.pogon of the OulpaUent Lawsult SelUemenl). 
(CJ These.amoun.b.y,e potentlally.lmpro~ed'by.th,e, managed care'supplemknt p[*os$ currently belng w&ked on wllhUe State agh Federal flovernments. 

. (D) Reneds an%midenlllied budget.surplusn~~ $80.0~ for,FY~0i$3 lhmugh 08-.10:~ded by the GAO. 
(E) Does not Include lhe impadof lhe medlcal,school qgree~entswhlch are curren~y b&g negoUebd for LAC+US,C, HIUCLAand OVMC for FTs 05-08 lhrough 08-10. AS~U~~~'CBRCIFQHC will be extended for each Year 

beyond N 0405. CBRC extenslo; for.LA~bu~ly's oulpadent and 3lnlccare was lncluded In lhe N 05-pBAdopted Stale Budget AMedl-Cal Stale ~lan.&nendment.to extend lhe program 
wrrenlly pendlng CMS.approval. 

(F) Does not take Into account ihe'openlng of lhe LACtUSC replacement facillly in July 2007 for FVs 07-00 lhrough 00-10. Per LACtUSC, current finandel pmJekUonsfor lhe new LAC+USC are sUll In progress. 
(G) Reflects release of lhe $08.1M trust fund rese~e. ' . . . 

Refie+ a beglnnlng fund balanw of$308.8M less lhe $245.8M fund bala"ce lgdud~d In lhe m02-03 Suppleme,npl Budget ResoluUon. 
Reneds a beglnnlng fund balance of $384.8M less lhe$31;EM fund ba ian ,~  Included In l h e N  0S04 Supplemen!al.Budgel ResoluUon. 
Reflects a beglnnlng fund balance of $568.7M less ICE $115.8~ fund balance lndudedin,lhe M 04-05 Supplemental Budgel Resolullon. 
Reflects a beglnnirg fund b a l a n ~ g f  $ 4 0 3 ; ~ ~  less the $384.2M f ~ d ] b a l a n y  lncluded In  he.^ 0508 Sup,p!emental Budget RajaluUon. 
Per Har@slR?ddegetUementproposal~.~ns"s:~ll.be @"Ad lhroughi reduced averege 6all.ent lenqlh of s9L;(8.c to 8.0); lncludes enablers and resulll~g savings. 
Per HanislRodde seylement pmpo~alilnciudes:~~nchP~takeover n~gollall~ns,~9versightipa~el and pwie~witt! plaintiffs, llver dlnlcmon!torlng and reduclng Rancho's budgeted census f ~ m  181 to 147. 
~e f ied5  savings from opemllng Ranch?.?(a reduced census (147) for ona- ear pdst-set~ement ~ n . ~ ~ ~ a r a l l o n  for dos~~ldlvesl l lure on June 30,2000. . q 

The forecast annual operating shortfallsfor FYs 07-08,OB-09,'and 09-10 ar;$325.8~; BvO.0M,.and $3~4.4M;le~ed!vely. 
-Does not include the Impact of.lhe medical school dgreements which arecurrently being nego~ated for LACtUSC, W C L A  and O F C .  Assumes CBRCFPHC will be extended for each year beyond N 04.05. 

CBRC extension for LA County's oulpauent and dinlc care was lnduded In the F$'050B'~dc~ted~~tate Budgel. AMedL-Cal Stale Plan'Amendment to extend the program Is currenUy pending CMS appmval. 
- lndudes addluonal Med1:Cal Redesign f~ndlng.of.$72.7M,:$82~IM, $108,4M, $192,7M, and $iIB.lM f o r m s  0508 lhrough 09-10, respecllvely, for a tohl benefit of $503.OM over five years. 
- Includes efficiency savingsfor WDMC of $20;8M, $20.5M, $30.0M, and $32 .1~  for PTs 06-07 lhmugh 09-10 respecuvely. 



LAC + USC MEDICAL CENTER 
LISTING OF INTENDED EQUIPMENT PURCHASES IN FY 05-06 

TO ENABLE CENSUS AND LENGTH OF STAY REDUCTION 

For Urgent Access and Diagnostic Center 

Fixed Assets - 
Qty . Equipment 

1 ER-1060 
1 Radiology 
1 IE33 PHILLIPS Ultra Sound 
1 Digital Chest Unit 
2 MAC 5 5 0 0  Cardio 
2 MAC System Tolly-Cardio 

For Hudson CHC Surgery Expansion 

Fixed Assets - 
Qty . Equipment 

1 Anesthesia Machine 
1 Orthoscopic Unit 
1 Laparoscopic Unit 
1 Orthopedic Microscope 

Equipment Classification Category 

Medical Major Moveable Equip. 
Medical Major Moveable Equip. 
Medical Major Moveable Equip. 
Medical Major Moveable Equip. 
Medical Major Moveable Equip. 
Medical Major Moveable Equip. 

Total 

Unit Cost Total Cost 

Equipment Classification Category Unit Cost Total Cost 

Medical Major Moveable Equip. $100,000 $100,000 
Medical Major Moveable Equip. 50,000 50,000 
Medical Major Moveable Equip. 50,000 50,000 B 

Medical Major Moveable Equip. 50,000 50,000 

Total $250,000 
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GRAND TOTAL $956,955 o 


